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COMPARISON OF<HOUS,~.:!~;J\NDsENATE /B ILLS
ENACTED AS FIRST MINNESOTA: NO-FAULT ACT IN 1974

.':,":: :'.: -. -, ::,'::'~·~:,:::.;:,~,::,tji~lX~':-;'.;::::'-::·,:_:;·":.":".',';
1. Insurance coverages .':'~:~·;;iF~iNO.96 as introduced

provided limited medical e)Cpen.se:L·be~efits, hut the bill as passed
by the Senate provided fora~0t:alJ,()f$46,000 in first-party
benefits subject to a $10,000·ltinitationpforec::>nomic loss
arising out of death. The House/i?i~l was considerably leaner
than the Senate bill, providing.,fc>;ga total of only $10,000 in
first-party benefits. The lawa~Eel'1acted took a middle ground
between these two benefit limit~iiprovidinq for benefits of
$30,000, with $20,000 allocated,tomedical expt!nse loss and
$10,000 to other types of flconomic, loss. This basic limitation
on first-party benefits remained the law until the limits were
raised in the 1985 legislat!ve.~88ion.

First-party insurance in both the Senate and House bills
covered similar types of losses as each bill provided for the
payment of 85 percent of qross income loss, although the House
bill required seven consecutive days of disability before any
benefits could be paid. As enacted, the law provided for the
payment of 85 percent of grogs income loss, up to a maximum of
$200 per week.

Both bills provided for payment of replacement service loss
at a rate of $200 per week for the losses, with loss sustained on
the date of injury and the first seven days thereafter excluded
from coverage. As enacted, the law retained the coverage exclu­
sion, but benefits were reduced to a maximum of $15 per day.

Survivors' benefits were limited to$20C per week in both
the House and Senate bills, but the Senate bill contained a
provision limiting survivors' benefits tcf 85 percent of gross
income up to $200 per week. The House pOlaition,which did not
contain this 85 percent limitation,wl'.s eventually adopted by the
conference committee. N,·/:,'

The positions of the two HoU-ses on funeral expenses appear
to be a classic case of conferencecommitteeeompromise. The
Senate bill provided a limit of $1,500, whereas the House
position was a $1,000 limit on funeral expenses. The conference
committee bill set the funeral expense be,nefit at exactly the
middle, or $1,250. Again this limitation/remained a law until
1985, when the funeral expense benefit was'lncreased to $2,000
after numerous complaints that a'good funeral simply could not be
had any more for the sum of $1,250.
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The House and Senate bills diff~f~•.;li.·~I~·~~v.~~aqe of
property damage. The House billJ.1lainta~ne~f.~ttf;t~aultsystem of
resolution of all property damage,disputes,cU~~e~:~as.theSenate
bill abolished tort action fordamageitomot()ri;.~ehiclesand their
contents, substituting a motor.vehiclecove;~ge:B~Pti~n:which
motor vehicle owners c.,uld elect ...to;!()btain.,;Ji:i~;'1'hei;)senate position
was rejected in the conferencecolnm~tteeand;{)~e')HOuse position
accepted, thus preserving the fault;system'for,,,r~solutionof
property damage claims.,,"'/' i \'2:1>;'

Both bills required liabilit~ihs~ranc~'~,(~~~ House bill
required 25-50-10 coverage and the. Senate bill initially provided
for $25,000 bodily injury per pe,rson/with no. per. accident lim~ta­

tion and a $10,000 property damage.c:()yerage.;,.'1'htt ,Senate bill as
it passed included a $100,000 per"aecidentliDl~tati()n,double the
House limit, but this positionwas;~e:Jectedin7conferencecommit­
tee and the House lim':t of $SO,000<I>8X-'accidentwas incorpo::-ated.

The House bill required unins\l~~~ or hit-and-run motor,
vehicle coverage in an amount of $25,000 to $50,000, whereas the
Senate bill did not require uninsured motorist coverage. The
House position was adopted by the conference committee.

In addition to the compulsory coverages, insurers were
required to offer a variety of additional coverages and deduct­
ib1es. The House bill required insurers to offer $100 and $300
deductib1es from all first-party benefits, whereas the Senate
bill included a $500 deductible as a required offer. The Senate
pill also required an offer of a ten percent work loss and
survivors' economic loss exclusion, exclusion of all replacement
service loss and survivors' replacement service loss, an
exclusion of funeral expense in excess of $500, a $2,500 per
accident deductible from first-party. benefits for motorcyclists,
and a $100 deductible on collision coverage. The Senate bill
also required insurers to offer optional coverages foz' pilysical
damage to motor vehicles.

The final act incl~ded a compromise position taken on the
mandatory offers and deductibles as it included a $100 deductible
for medical expenses and a $200 deductible from disability and
income loss benefits. It also required'theC)ffer of an
additional $10,000 and $20,000 medicalexpeiisecoverage, an
additional liability insurance coverage of ,,$25, O~O per person and
$50,000 per accident involving two or ,more persons, basic
economic loss benefits coverage to motorcyclists, and ul1der­
insured motor vehicle coverage in anamount;equalto the
liability insurance coverages. '

2. Coordination of benefits. Both the House and Senate
bills required coordInation of workers' compensation and Social
Security benefits, but as enacted only included workers' compen­
sation benefits as subject to mandatory coordination.
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3. Exclusions from coverige•. The<exci\1s10nfrom coverage
in both bills was sImIlar. The,i,House bill excluded persons
intentionally causing accidents.,kn.0winglyoperating stolen motor
vehicles to elude apprehension<or.arrest,.coperating a motor
vehicle without a driver's lic~nEieiorcolllJllittinga felony which
contributed to the accident or,injury•. :'Suryivors were not ex­
eluded from coverage. The. senattt:\,~ill;ac1dit;ionally excluded
persons occupying vehiclesJas~.~Y'~ngqu!:t,'~eX'sor persons injured
in the course of an officialra:c:«t<>'or,in'pra.c:tice for the race •
Survivors were disqualified;frcXnKc:"llecting.benefits under the
Senate bill if the survivorwas\J.hsured,'under his own no-fault

coverage. ...•••.. :'i;~~if,;';';";; ,'// '
The Senate position0n.:exdlusl"ns was adopted without the

provision for persons inj~red~hileoccupyin'gvehiclesas living
quarters. This latter exclusionswould probably be applied
anyway, as a person injured while occupying a vehicle as living
quarters would not come within the definition of a person injured
in an accident arising out ofithemaintenance or use of a motor
vehicle, the primary definition'ifor coverage under the no-fault
act.'

4. Scope of coverage. Both 'the House and Sen.ate bills
required coverage for motor vehicles registered or present in
Minnesota. The Senate bill would have included motorcycles, but
motorcycles were excluded from first-party coverage in the House
bill. As mentioned above, the Senate bill required motorcyclists
to elect a $2,500 deductible on first-party benefits. A loss
allocation provision in the Senate bill provided for an
adjustment of losses in accidents between motor vehicles and
motorcycles. The House position was eventually adopted. It
excluded motorcyclists from the no-fault act, but mandatory
offers of first-party benefits had to be made to motorcycle
owners.

Both bills provided the sarne coverage for injuries resulting
in loss. The bills provided aright to'basic economic loss
benefits for any accident occurring in Minnesota. For out of
state accidents, coverage was prOVided for insured persons and
drivers or other occupants of an insured vehicle, other than the
vehicle used in the course of the business of transporting
persons o~ property if the vehicle was one of five or more under
common ownership. Vehicles owned by governments other than those
in Minnesota were also excluded.

5. Sources of coverage. Both/bills ha.d similar provisions
relating to priorIty of payments. Each bill provided that
persons injured while drivers or/occupants of vehicles used in
the transportation of persons or'property would recover under the
policy covering that vehicle. Both bills provided that in other
cases, the first priority coverage/would be the insurance under
which the injured individual isin.ured. The second priority
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(b) the benefits werj.f.had~~uate to compensate the injured
persons because of the financial inability of the insurer to
fulfill its contractual obligation.

The House bill contained an exclusion for owners who were
required to insure but failed to do so, and while the Senate did
not exclude these owners it did subject them to all the optional
deductibles and exclusions to the maximum required .in the bill
and to deduction in the amount of $500 for each year in which
they fail to have insurance in effoct.

The notice provisions of the two bills were slightly dif­
ferent. The House bill provided for subrogation by the insurer
assigned the claim under the assigned claims plan to any rights
of the claim against any person~ The House method of qualifying
for the assigned claims plan was eventually adopted in conference
committee as well as the House SUbrogation provision and the
House exclusion for owners of motor vehicles that should have
been insured but were not. The)Senate position on notice to the
assigned claims bureau was eventually adopted.

6. An insurer's obliqatiorito r,espondto claims. Both the
House and Senate bills requlrediwork loss ordisahillty benefits
to be paid every two weeks, and the House bill required income
loss to be paid every two weeks. The remaining benefits were to
be paid monthly as loss accrued. The Senate bill required income
loss to be paid monthly insteadSof every two weeks as in the
House bill, and the final bill>adopted by the conference
committee required all benefits/to be payable monthly as the loss
accrues.

"

Both bills provided penalties for ov~rdue payments. The
Senate bill provided for an 18 percent int~rest and the House
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bill for ten percent. and the r.~~u~~ pOi~~~6n was eventually
adopt~d. The Senate billalsol,'providedforaward of attorneys'
fees incurred in bringing anac:tion.for,overdue benefits and for
defendinq a claim for benefitsnith.a1:is 'fraudulent or so '!xcessive
as to have no reasonable foundat+~'I'l'.'. but; the. Senate position on
attorneys' fees was not adopted,,;';:k:' '

"'i;

,.:·e::,,·',\'~: -,. "::',':',::}

7. Settlement of claiDls.{inc'1'h~>Senatebill imposed a variety
of restrictions on lump sum. and.i\~n..t.allment 'settlements as well
as judgments for future benefit:s.) <",hereas the House bill
contained no restrictions on the settlement of claims. The House
position was eventually adopt~d';!,"

8. Tort actions. '1'he<~~ , c;t~ti()njon tort actions differed
substantially in the Houseandi;ltS~hatebills, as the House bill
was considerably less restrict'£\r.e"\1:hant~e,Senatebill. The
House bill provided that any' to:~1:;':J:'ecovery\wouldbe reduced by
any basic economic loss beneti~8:;jpaid orpa'yable: and damaqes for
pain and sufferinq were notre~~;,er~blf!;unless certain tor't
thresholds were met. A $2,000,,\Jmedical,·~xpense threshold as well
as the followinq additional des'crfptivethresholds were met: (1)
.permanent disfigurement: (2) frac:tureo,f aweiqht-bearinq bone;
~3) a compound, comminuted ordislocati6n fracture: (4) a com­
p:cession fracture of the vertebrae: (5) loss of a bodily member:
(t.~) permanent injury determined within a reasonable medical
ce:ctainty: (7) permanent loss of a bodily function: (8) a death:
or, (9) disability for 60 days ,or more. Actions for property
damage were not restricted by the tort restrictions and were in
all cases defined as accidents arising out of the ownership,
maintenance, or use of a motor vehicle.

~he Senate bill took the position that tort actions were
abolisned except in the following circumstances:

(If actions against motor vehicle owners if the insurance
covering the vehicle was not in effect at the time of the acci­
dent,

(2) liability of a person1in the business of repairinq,
servicing, or otherwise maintaininq motor vehicles arising from a
defect in a motor vehicle caused or not corrected by an act or
omission in the repair, servicing, or other maintenance of a
vehicle in the course of his business:

(3) liability of a person intentionally causinq harm to a
business or property:

(4) liability of a person for harming property other than a
motor vehicle and its contents:

- 51 -



I,
I
I
I
I
I
I
I
.~

I
I
I
I
I
I
I

(5) liability of a person in the business of parking and
storing motor vehicles for the harm dl,:)ne to . the motor vehicle and
its contents;

(6) actions for damages not recoverable beCause of the
limitations on the benefits,

'.-....... '..,

(7) actions for noneconomiC.detrimentif the injured person
(a) dies, (b) sustains permanent disfigurement or permanent
injury, or (c) sustains an injury>resultingin not less than a
90-day disability period.

A compromise position between. the S~nate and House bills was
reached. The final no-fault ac~retainedtheoffsetprovisionin
the House bill and included the provision stating that damages
were not recoverable. The final bill containedirestrictions on
recovery for non-economic detriment that were less restrictive
than those in the senate bill and more restrictive than the House'
bill. Actions for non-economic detriment were allowed on proof
of reasonable medical expense in excess of $2,000, death,
permanent injury, permanent disfi·qurement,or a disability for 60
days or more. Provision was made,.for,s\1!ts, against, defendants in
the business of repairing, servicing, manufacturing,
distributing, or selling motor vehicles, and the act explicitly
provided for unrestricted tort actions for negligent acts or
omissions •

9. Subrogation and indemnity. Subrogation is the shifting
or substituting of one Claimant for another. For example, an
insurance company might pay an injured person, and then
subrogate, or take over the rights of the injured person to sue
those who caused the injury. The House bill provided for
subrogation in all cases in which an insurer paid benefits, but
was limited to the amount of the first-party benefits. It
provided for mandatory good faith in binding inter-company
arbitration between two insurance companies when a wrongdoer was
covered by another plan of insurance.

The Senate bill provided for subrogation whenever a person
receiving or entitled to receive first-party benefits had a cause
of action against any other person. The subrogation right was
exercisable separately from the rights of the claimant. A right
of indemnity was provided against a person (converting a motor
vehicle owner) or against one who intentionally caused injury.

A compromise position on subrogation was adopted. Subro­
gation was initially provided for in the act in all cases includ­
ing those where a tort action existed against an insured motor
vehicle owner. Subrogation was provided for an insurer paying or
obligated to pay first-party benefits and existed to the extent
of benefits paid or payable. The insurer was subrogated to any
cause of action to recover damages for economic loss which the
person to whom the benefits were paid or payable brought against
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any other person whose negligence was the direct approximate
cause of the injury for which the first-party benefits were
payable. In order for subrogation rights to arise in a
negligence action, cause of action had to be commenced and the
tort thresholds met.

10. Arbitration. The House bill provided for the promul­
gation of rules adopted by the Supreme Court for submission to
arbitration, at the plaintiff's election, of all cases where a
claim in the amount of $5,000 orIels was made by a motor vehicle
accident victim. The Senate bill provided for the creation of
arbitration rules, but made arbitration mandatory when a $5,000
or smaller claim was made. Arbitration on mutual agreement was
provided for in cases involving>cla1ms of more than $5,000.

11. Penalties. Both the Rouse and Senate bills provided
that a motor vehIcle owner who failed to have the required insur­
ance was liable in tort withoutl1mitation and that a motor
vehicle owner who failed to have. the required insurance was
guilty of a misdemeanor. The Senate bill required a showing that
the owner knew or should have known that the insurance was not in
ef~ect, and that position was eventually adopted'. well as the
provision opposing unrestricted tort liability on uninsured
automobile owners. The act also contained a House provision that
any person operating a motor vehicle with the knowledge that it
did not carry insurance was also guilty of a misdemeanor.

The Senate bill provided for a six-month suspension of the
owner's driver's license for failure to carry the required insur­
ance, and the House bill provided that an operator who is con­
victed of a misdemeanor would have his license suspended from six
to twelve months. Both bills provided for the suspension or
revocation of a Minnesota license upon notification that the
operating privilege has been suspended or revoked in any other
state. Essentially, the House position on penalties was adopted
in the final bill.

12. Cancellation and nonrenewal. Both bills contained
provisions relatIng to the cancellatIon or nonrenewal of insur­
ance which were eventually deleted, and the existing law main­
tained, with the exception that insurers are not required to give
notice of the reasons for cancellation of an application for
insurance. The final act provided no provision for the
Commissioner of Insurance to suspend the right of a company to do
business for failure of the company to comply with an order to
reinstate a policy, or for tort liability of an insurer for the
damages suffered by a person injured by an insurer's neglect or
willful failure to conform to the act.
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